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THE PROPOSED SUGAR TARIFF 

ONCE more Congress has undertaken the reform of the 
tariff, and again, as in 1 894, the struggle centers upon 
sugar and wool. From certain points of view, the situa- 
tion is remarkably similar to that which existed twenty years 
ago. Now, as then, the Democrats, after many successive 
defeats, have won an electoral campaign with the tariff as their 
main issue and have come into full control of the national 
legislative power. Once more they hold the presidency, a very 
large majority in the House and a narrow majority in the 
Senate; and again Democratic senators representing local 
interests, among which sugar is still prominent, threaten to 
defeat the schedules of the House bill. And in 19 13, as in 
1894, an income-tax measure is coupled with the tariff bill to 
offset the anticipated decline in customs receipts. 

From other points of view, the parallel disappears. The 
political atmosphere has changed. Tendencies formerly re- 
garded as radical have become merely progressive. The fed- 
eral Constitution, long regarded as formally unchangeable ex- 
cept through civil war, has recently been amended in two 
important matters ; and the amendments have a direct bearing 
upon the solutions of the pending problems of taxation. What 
is perhaps of still greater significance, the underlying economic 
conditions are greatly changed. The tendency toward large- 
scale organization and operation, which had only begun to mani- 
fest itself in 1894, has since become of controlling importance 
both in commerce and in industry. The population of the 
United States has increased forty per cent, and this increase 
has been in the urban and not in the agricultural population, 
which has remained practically stationary. The importance of 
our agricultural production and exports has declined, relatively 
at least, while that of our manufactured products and exports 
has greatly increased. If these movements continue we shall 
soon become importers rather than exporters of wheat and 
other agricultural products. 
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The most disturbing of all the economic changes that have 
occurred since 1894 is the great rise in general prices — the cost 
of living. The great majority of the Democratic leaders and 
politicians have put the blame upon the tariff and the trusts, 
and, at bottom, upon the tariff as the mother of the trusts. A 
comparison of the prices, here and abroad, of protected and 
trust-made articles has seemed to show that part of the blame, 
at least, has been put where it belongs. 

In view of the entire political situation and the platform 
pledges of the victorious party, it was to be expected that the 
present Congress would undertake a general revision of the 
tariff. It was to be expected, in particular, that an attack would 
be made upon the sugar duties ; for sugar is not only one of 
the commonest of necessities, but it is also generally supposed 
to be one of the most completely controlled of the trust-made 
products. In the minds of most people, indeed, the sugar trust 
has come to be a typical representative of the nefarious methods 
of the trust octopus. It has engaged not only in rebating, fore- 
stalling and intimidating, but also in lobbying, both in national 
and state legislatures, and in distributing campaign funds to 
both parties. Its long-continued and malodorous custom-house 
frauds are not yet forgotten. From every point of view, the 
sugar schedule was bound to attract the attention of the tariff 
reformer. 

The present line-up of sugar interests before the congres- 
sional committees is very different from that of 1894. In 
order to appreciate the significance of this change it is necessary 
to recall a little tariff history. Our sugar tariffs have been 
composed of two parts: first, a duty on the raw sugar and, 
second, an additional amount for the refiners' protection, 
usually called the refiners' differential. The old Dutch standard 
(color test) has been used in connection with the polariscope 
test in such a way as to heighten the advantage to refiners ; in 
other words, the Dutch standard has been a sort of " joker " 
though it is now of comparatively little importance. Though 
the distinction is not scientifically exact, sugar below (darker 
than) no. 16 Dutch standard is considered raw sugar for tariff 
purposes. That of lighter color is considered refined and is 
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subject to the refiners' differential, in addition to the duty it 
pays as raw sugar. 

In the tariff law of 1883, the combined duties placed upon 
refined sugar were from $3.00 to $3.50 per 100 pounds. On 
account of the different classification obtaining at that time and 
the way in which the Dutch standard was handled in connection 
with the polariscope test, it is difficult, if not impossible, to cal- 
culate exactly the refiners' differential ; but it probably ranged 
between $0.75 and $1.25 per 100 pounds. This estimate is 
probably too low rather than too high. 

Between 1883 and the passage of the next tariff bill in 1890 
there were several new developments. The treasury surplus 
became extremely troublesome to the friends of protection. If 
tariff rates were to be kept up, schemes had to be devised to 
spend the revenue. Then in 1887, the sugar trust was formed. 
The Brooklyn refinery of the four Oxnard brothers was taken 
into the trust. Two of the brothers remained in the old line of 
business; but two began the movement that later resulted in 
the development of the present domestic beet-sugar industry. 
Henry T. Oxnard (later head of the American Beet Sugar 
Company) appeared before the Ways and Means Committee 
in 1889 and asked for protection for this new industry. Instead 
of encouraging beet-sugar production indirectly, through a 
protective rate on raw sugar, the McKinley Bill of 1890 put 
raw sugar upon the free list and provided a bounty of two 
cents on every pound of sugar produced in the United States. 
This plan cut down the revenue and increased expenditure, 
thus doing double service in reducing the surplus. Refiners 
were protected by a differential of $0.50 per 100 pounds. 

In 1894, tne Democrats faced, not a surplus, but a deficit; 
hence, for fiscal reasons, it was proposed to put a 40 per cent 
ad valorem duty on all sugar. This meant protection to the 
Louisiana and Hawaii sugar producers and also to the then 
insignificant beet-sugar industry. But it meant no protection 
to the refiners. These interests, through their supporters in 
the Senate, secured the amendment of the House bill so as to 
restore their old differential of $0.50 per 100 pounds. Further 
changes have since been made. The Dingley Act of 1897 
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gave 95 raw sugar a rate of $1.65 per 100 pounds and cut 
the refiners' differential to $0,125. The Payne-Aldrich Bill 
further reduced the refiners' differential to $0,075, where it 
stands to-day. 1 The concession to Cuba (December 27, 1903) 
of a twenty-per-cent reduction on her imports makes the duty 
$1.32 per 100 pounds upon her 95 sugar (which is the form 
in which most of it enters the United States). 

The bill now pending proposes an immediate reduction of 
approximately twenty-five per cent of present duties and 
admittance of all sugar free of duty after May I, 1916. 
To be more exact, this means a duty of $1.36 per 100 
pounds upon foreign refined (ioo°, or pure sugar) and a 
duty of $1.23 upon 95° raws, without regard to color. Cuban 
95° sugar would pay only $0,984; that is, it would have 
an advantage of $0,246 as compared with other foreign raw 
sugar in United States markets. The pending bill makes no 
mention of the Dutch standard nor of the present limitation 
upon the free entry of Philippine sugar (300,000 tons per year), 
nor does it make any provision for a refiners' differential. 

In 1894 the chief lobbyist before Congress was the trust, and 
it was fighting, not primarily for a duty upon raws, but for the 
refiners' differential. To-day the refiners' differential is com- 
paratively insignificant; the refiners have no hope of increasing 
it and little hope of maintaining it. So far as the recent records 
of congressional committees show, 2 and so far as the writer has 
been able to learn from other sources (including personal obser- 

l The provisions of the Dingley Act were as follows. Sugars not above no. 16 
Dutch standard and not above 75 polarization, $0.95. For every additional degree 
polarization, $0,035. Sugars above no. 16 Dutch standard and all refined, $1.95. 
This is equivalent to $1.65 upon 95 sugar. This is also equivalent to $1,825 on 
loo , a pure refined sugar, if there were no differential of $0,125; that is, $1,825 
plus $0,125 equals $1.95, the Dingley rate upon refined. The Payne-Aldrich Bill of 
1909 changed the sugar rates only by making the rate on refined $1.90 instead of 
$1.95, that is, by cutting the refiners' differential from $0,125 to $0,075. The bill 
now pending before Congress proposes a duty of $0.71 upon all sugar not above 75 
with an increase of $0,026 per 100 pounds for every additional degree shown by 
the polariscope test. 

2 Cf. Hearings of the Special Committee appointed to investigate the American 
Sugar Refining Company and others (Hardwick Committee Hearings), 62d Cong., 
1st Sess. (1911) and 2d Sess. (1911-12). 
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vation upon the ground), the trust is making no active direct 
resistance at present. How much it may be aiding the fight 
against lower duties through its beet-sugar interests is unknown. 

About 1901 Mr. Havemeyer began to acquire controlling 
interests in the various beet-sugar companies and to erect addi- 
tional plants. Some of this beet-sugar property he retained 
for himself and his family, but much of it was turned over to 
the trust. The present head of the trust, Mr. E. F. Atkins of 
Boston, has testified that in May, 191 1, it owned $23,183,000 
of the $56,883,617 total capital stock of eleven beet-sugar 
companies. On January 15, 1913, he testified that the trust 
then owned about $22,000,000 of such stock. This is about 
one-seventh of the present total capitalization of all beet-sugar 
plants in the United States. The control of this stock is so 
distributed, however, that the trust probably controls about a 
third of the domestic beet-sugar output. In recent years the 
management of the trust has been taken from New York and 
put into the hands of Boston men. They have testified that 
their present policy is not to acquire further beet-sugar interests 
but rather to dispose of what they have, in so far as they can 
do this advantageously. The situation is further complicated 
by the fact that the present head of the trust has Cuban sugar 
interests, although, according to his testimony, the trust itself 
has no such interests. Before Mr. Atkins became the head of 
the trust, he advocated reductions in the tariff, appearing before 
the Ways and Means Committee in support of such a policy. 
Later, apparently realizing his official duty to the trust, with its 
conflicting refining and beet-sugar interests, he became unde- 
cided and non-committal. During the present year he has tes- 
tified that he and the board of directors of the trust are in favor 
of lower duties but opposed to free sugar. But his advocacy 
appears half-hearted and perfunctory. 

It is worthy of note that, though the trust controlled more 
than nine-tenths of the refiners' output in the early nineties, it 
now refines only 38.5 per cent of the output, or, if we add one- 
third of the total beet-sugar output, 43.5 per cent. The so- 
called " independents " now turn out 46 per cent of the refined 
product. Despite their denials, most of these " independents " 
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appear to have worked in harmony with the trust at various 
times in the past and do not appear to be fighting it at present. 
During the present year, so far as they have testified, they have 
favored lower duties in much the same way as has Mr. Atkins 
of the trust. An exception should be noted in the case of Mr. 
W. A. Jamison, representing Arbuckle Brothers, who has 
favored free sugar. The most important exception, however, 
is the Federal Sugar Refining Company of New York, of which 
Mr. Claus Spreckels is the head. It has been actively repre- 
sented before recent congressional committees by Mr. Frank 
C. Lowry, head of its sales department. This is the interest 
that has led the fight for lower sugar duties during the past two 
or three years. The Federal is almost the only company that 
has fought the trust since the notable struggle of Arbuckle 
Brothers in 1899. Its fight, which has been somewhat like that 
of a small dog worrying a large one, has usually been carried 
on only when it had surplus stocks to sell. At other times it 
has been glad to take advantage of the trust's prices, or, as the 
current phrase puts it, to " stand under the trust's umbrella." 

Mr. Lowry has conducted a very persistent and extended 
public campaign for lower duties. He has enlisted the support 
of grocers and canners. All the funds for this campaign, ac- 
cording to his testimony, have been furnished by Mr. Spreckels 
and his company. In the committee hearings, Mr. Lowry has 
shown himself an able advocate, discomfiting at times the most 
ardent of the sugar congressmen. The Federal Company favors 
lower duties because this would mean lower prices, a larger 
consumption and hence more business ; also, because it would 
lessen competition with the beet-sugar interests, including those 
of the trust. It is not known whether Mr. Spreckels has, at 
present, important interests in Cuba or elsewhere that would 
further affect his desire for lower duties. 

On the other side, also, in the line-up of those favoring high 
duties on sugar, there have been marked changes since 1894. 
Of course the Louisiana and Hawaiian interests are still active 
and will hold out so long as there is chance of success, for their 
very existence depends upon the issue. To their forces have 
been added those of Porto Rico. But among the interests re- 
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sisting reductions by far the most active, best organized and 
most ably represented is the domestic beet-sugar industry. In 
1 894, it was insignificant and without influence. Since then its 
output has grown from 20,000 to 625,000 long tons of refined 
sugar per year. Instead of a half-dozen small factories in three 
states, it now has seventy-seven factories in sixteen states. It 
has not a little political influence, particularly in the Senate. 

The United States Beet Sugar Industry is an association 
of the principal beet-sugar manufacturers of the United 
States. Mr. Henry T. Oxnard is its directing head and Mr. 
Truman G. Palmer its salaried representative with permanent 
headquarters in Washington. This interest works in season 
and out of season, between sessions as well as when Congress 
is assembled, when there is no probability of immediate tariff 
changes as well as when such changes are pending. Its cam- 
paigns have been conducted intelligently as well as persistently. 
The representatives of this interest have appealed, year after 
year, to the Trans-Mississippi and National Irrigation Con- 
gresses, to the chambers of commerce, to the press and to the 
public. Chief among its supporters have been the recent sec- 
retary of agriculture and the forces of his department. Few 
interests of similar size have secured, in recent years, more 
extensive issues of agricultural and congressional literature, 
printed and distributed at government expense, than has this 
beet-sugar association. 

There have appeared before recent congressional committees 
a number of western farmers and representatives of western 
chambers of commerce, most of whom have testified in favor 
of protection to the beet-sugar industry. There is little doubt 
what interests induced them to take the long trip to Washington. 
On the other hand, there have been a few canners favoring lower 
duties. It goes without saying that the ordinary sugar con- 
sumer has no special lobbyists before Congress or its com- 
mittees. These, then, are the main interests engaged in the 
struggle over the sugar rates. 

The question in which most people are interested is, of 
course, what changes will be brought about if the proposed 
rates are enacted into law? How much will the cost of living 
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be reduced? How much will the consumption of sugar be 
increased? How much will the revenues of the government 
be decreased? How will our various sources of sugar supply 
be affected and what, in particular, will be the reactions in 
Cuba, the Philippines, Porto Rico, Hawaii and in the cane- and 
beet-sugar sections of the United States? 

It has been shown elsewhere r that in the United States sugar 
duties have almost always had a direct effect upon prices. 
Approximately the amount of the duty has usually been added 
to the price of sugar. Until comparatively recently, the New 
York wholesale price of refined sugar, per 100 pounds, has 
usually been made up as follows: the world (Hamburg) price 
of raws, plus commission, freight and insurance ($0.10), plus 
the United States duty on raws ($1.65 for 95 ° sugar), plus 
refining cost ($.50 to $.65), plus refiners' profit ($0.25 to 
$0.50). The duty on raw sugar has been the important cost- 
raising factor. The combination or competition among Amer- 
ican refiners, together with their differential protection, has 
been the main factor affecting their addition to the price. For 
various reasons, also given elsewhere, 2 the wholesalers' and 
retailers' additions to the price have been extremely moderate, 
as compared with corresponding additions to the prices of most 
commodities, and prices throughout the country have usually 
been based upon New York prices plus cost of transportation 
from New York. In other words, middlemen's profits (except 
those of the refiners) and costs of transportation have been 
practically constant factors, irrespective of the tariff. 

The effective protective tariff upon sugar has been modified of 
late years by the twenty-per-cent concession to Cuba (December 
27, 1903) and the subsequent growth of her sugar output. 
The favored position of Hawaiian sugar had little effect upon 
United States prices ; the Hawaiians received the entire benefit 
of the tariff rates, because their supply was small as compared 
with our needs and we still had to import large quantities of 

1 Blakey, The United States Beet Sugar Industry and the Tariff. Columbia Uni- 
versity Studies in History, Economics and Public Law, no. 119. Cf. particularly ch. 
viii. 

2 Ibid. 
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European full-dutied sugar. But in the case of Cuba the results 
have been very different. When she received her concession 
she was a much larger producer than Hawaii, and the doubling 
of her output, in addition to the increase in our free supplies 
from Porto Rico, Hawaii and our domestic beet-sugar industry, 
has made the Cuban supply more than sufficient to fill our 
needs for dutied sugar. At present Cuba is beginning to have 
an annual surplus to sell in other than our markets, that is, in 
less advantageous or non-favored markets. When the Cuban 
concession was first granted and while American refiners still 
had to buy a considerable amount of full-dutied European 
sugar, Cuban sellers were in a position to get most of the extra 
advantage of the concession, just as the Hawaiians had been. 
But now that they have a surplus to dispose of in European 
markets, they have lost their advantage. During the season 
when the Cubans sell most of their product, American buyers 
give the Cubans the alternative of selling here, with a tariff 
concession of $0,337 an< 3 a freight rate of $0.09, or of selling 
in England, with no concession and a delivery cost of $0.15. 
In other words, on most of her outputs Cuba now has to sacri- 
fice all, or nearly all, of what would otherwise be an advantage 
of $0.40 per 100 pounds in our markets. Of course, this means 
lower prices for all sugar sold within the United States. 

In view of these facts it is evident that at present the effective 
tariff, that is, the amount by which prices are raised on account 
of the tariff, is, approximately, the Cuban duty ($1.32 upon 
95 sugar) plus some part of the Cuban concession (say 
$0.10) plus the refiners' differential protection ($0,075) an °l> 
possibly, plus some other margins (say ($0.07 as extra profits 
to the refiners on account of the Cuban concession plus some 
other small incidental factors). This makes the total effective 
tariff upon sugar a cent and a half to a cent and two-thirds 
per pound. Now the average per capita consumption of sugar 
in the United States for the past five years has been 81 pounds 
(in 1912, 81.3 pounds). This includes all that is consumed, 
directly or in the form of candy, canned goods etc. Eighty-one 
pounds at a cent and a half equals $1,215 ; at a cent an< ^ two- 
thirds it equals $1.35. Hence, if sugar were at once put on the 
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free list and if prices fell by the exact amount of tariff reduc- 
tion, the average consumer could not expect to have his cost of 
living directly reduced by more than $1.35 per annum. 

What effect would the proposed changes have upon con- 
sumption? There is a surprisingly close relation between sugar 
prices and per capita consumption. This is more striking in 
Europe than in the United States, because of the greater varia- 
tions found there in price, owing to great differences in the tariff 
and excise rates of the several countries. However, the cor- 
relation has been marked in the United States also. In the 
past thirty years our per capita consumption has increased 
about thirty pounds. All the marked increases have occurred 
in years of comparatively cheap sugar, the most notable in- 
crease following the adoption of the McKinley Bill, which put 
raw sugar on the free list. On the other hand, in almost every 
year in which there was a marked increase in sugar prices, 
per capita consumption remained stationary or decreased. In 
191 1, a year of high prices, our per capita consumption 
shrank two pounds; in 1912, when prices were low, it regained 
a similar amount. With free sugar, accordingly, we may expect 
our per capita consumption to increase faster; probably to one 
hundred pounds in a decade; possibly to no or 120 pounds in 
another decade or two ; but we would then be getting very near 
what sugar authorities have called the " satiety point." During 
the past thirty years our total increase in consumption, due to 
both per capita consumption increase and population increase, 
has averaged 4.192 per cent a year. These facts in regard to 
consumption, modify, to some extent, what has been said rela- 
tive to the reduction of the cost of living. They also modify 
some statements that will be made below regarding revenues 
and also regarding the probable effects of proposed tariff changes 
upon the various industries and countries now supplying the 
United States. 

Fiscally, sugar is the most important commodity imported 
into the United States. It produces annually a revenue varying 
from $50,000,000 to $60,000,000, or one-sixth of our total 
customs receipts. Free sugar, now or after three years, of 
course means the total loss of this revenue ; a twenty-five-per- 



240 POLITICAL SCIENCE QUARTERLY [Vol. XXVIII 

cent reduction for a three-years interval means a loss of ap- 
proximately one-fourth of this revenue. 

The effects of the proposed duties upon our sources of sugar 
supply and particularly upon our domestic industries are more 
difficult to estimate. Cost figures are especially difficult to 
obtain and are likely to be inaccurate. In estimates of other 
economic and political factors affecting possible and probable 
expansion of the various industries errors are equally probable. 
Limits of space make it impossible even to mention many of 
the fundamental facts and details upon which the following 
estimates are based, and the necessary brevity and directness of 
the writer's statements may seem to imply a certainty which is 
hereby definitely disclaimed. All that he ventures to assert is 
that his statements are based upon fairly thorough investigations 
of the facts ' that are available and that he believes them to be 
substantially correct. 

As regards our sources of supply, our situation is very dif- 
ferent from what it was in 1894 when the Democrats last re- 
vised the tariff. 3 The chief changes that have taken place are 
the growth of the domestic beet-sugar output and the increases 
in Cuban and Porto Rican production since the Spanish-Ameri- 

1 Cf. op. cit. supra, p. 65 et seq. 

2 Our sources of supply during 1912 (mainly from the crop of 191 1) with the 
amount from each source (stated in long tons of 2240 pounds) and corresponding 
estimate of available supplies for 1913 (based on 1912 production) are as follows: 

SOURCES 19x2 I9Z3 

Louisiana and Texas 257,194 168,036 

Domestic beet sugar . .• 516,851 625,000 

Maple and molasses sugar 15,155 15,000 

Total continental 789,200 808,036 

Hawaii (free) 526,281 500,000 

Porto Rico (free) 285,556 340,000 

Philippine Islands (free) 131,932 200,000 

Cuba (80 per cent duty) 1,664,863 2,250,000 

Other countries (full duty) 106,350 

Total insular and foreign 2,714,982 3,290,000 

Total from all sources 3,504,182 4,098,036 

The total world's production of 1912 (crop now on the market) is estimated at 
18,060,036 long tons, of which 9,045,000 were beet sugar and 9,015,036 cane sugar. 
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can War. As has been stated already, it is now no longer 
necessary for us to import any full-dutied sugar, except very 
small amounts, after the old crop is disposed of and before the 
new crop comes on. In fact we have a large surplus supply of 
favored sugar. 

The average American beet-sugar factory can now produce 
refined sugar at from three to three and a half cents per pound. 
Some factories can do better, some not so well. The modern 
Cuban factories have an advantage of about a cent a pound. 
In the eastern United States markets, which supply the majority 
of our population, the Cuban factories have an advantage over 
most of our domestic beet-sugar factories in the matter of 
freights ; at least they are at no disadvantage in this territory. 
In the western part of the United States the beet-sugar factories 
have a distinct advantage in this respect, but the freight charge 
probably does not average more than one-fourth to two-fifths 
of a cent per pound. This being the case, the average Ameri- 
can beet-sugar factory can stand a reduction of about one-half 
of the present duties and still be upon fairly even terms with the 
Cuban factories, the chief competitors. Those beet-sugar fac- 
tories which produce more economically and are situated more 
favorably than the average can stand a great reduction. Of 
those less favorably situated the reverse, of course, is true. But 
unless the domestic beet-sugar industry can respond rapidly 
through substantial improvements, or unless it has important 
indirect advantages to offset direct or absolute high cost, there 
is no probability that any large proportion of it can long survive 
if permanent free entry is given to Cuban sugar. 

Cuba has exceptional advantages of soil and climate for sugar 
production, and only a small proportion of her sugar lands has 
as yet been put to use. The American exploitation of these 
resources on a large scale has only begun. If permanent free 
sugar were assured, modern mills, better systems of transporta- 
tion and improved marketing facilities would be introduced and 
the market would be practically the only limit to her production. 

The Cuban labor situation, it is true, is already presenting 
serious difficulties, and a proposition to permit Chinese immi- 
gration is now under consideration. Furthermore, there are 
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some other difficulties, but none of them are more serious than 
have been overcome elsewhere. We may not look for a 
doubling of Cuba's present production over night; but it is sig- 
nificant that she has already doubled her output since the 
twenty-per-cent concession of December 27, 1903. Porto 
Rico, with free entry, has increased her output thirteenfold in 
thirteen years. Hawaii also has shown the remarkable possi- 
bilities of tropical cane-sugar production under American ex- 
ploitation. Java under the Dutch, and Formosa under the 
Japanese tell the same story. It seems improbable that Cuba's 
wonderful resources would not respond in a similar manner to 
American and European capital and management. 

The Louisiana cane-sugar industry is in a much worse posi- 
tion than is the domestic beet-sugar industry. In the first place, 
dangers of early frosts make it necessary to harvest the cane 
before it matures. This is a serious handicap. Furthermore, 
most of her sugar mills are small, old-fashioned and uneconomi- 
cal. Almost equally antiquated is the agricultural side of her 
sugar industry. For decades, one might almost say for a 
century, Louisiana sugar production has remained almost sta- 
tionary ; it will have to be modernized in order to survive even 
if the tariff remains where it is. There are some indications 
of a movement in this direction. Mr. Henry T. Oxnard, of the 
American Beet Sugar Company, and others have recently erected 
a large modern plant. At the present time there is a movement 
on foot to combine the various Louisiana mills, to run the more 
efficient ones at full capacity and to shut down the rest, after 
the fashion of the original refiners' trust of 1887. If these 
plans are carried out, the Louisiana producers may be able to 
survive a slight reduction in the tariff ; but it is not likely that 
they would be able even within three years, to meet a reduction 
of the duties to less than half the present rate, to say nothing 
of free sugar. In the matter of freight rates, Louisiana has a 
trifling advantage over Cuba in its own immediate section ; but 
in the principal markets of the United States it has no ad- 
vantage. Permanent free sugar within three years would almost 
certainly mean the annihiliation of most of the Louisiana cane- 
sugar industry. 
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Hawaii would probably be the greatest sufferer if the pro- 
posed rates be adopted. She is essentially a one-crop, one- 
industry territory ; and since the American reciprocity treaty of 
1876 her resources have been exploited to the limit. Her sec- 
ondary and various allied industries, her expensive irrigation 
systems, her land values and other values are based upon her 
sugar industry. Free sugar would mean a severe scaling of 
nearly all values, and the abandonment of many acres and 
plants. Sugar will probably continue to be produced under 
the combination of the best lands, irrigation systems and plants, 
but upon the basis of readjusted values. For Hawaii, therefore, 
free sugar probably means wholesale confiscation. 

In Porto Rico, similar results will be produced ; but in that 
island the disturbances will not be so severe or so widespread, 
for the development of sugar production is comparatively recent 
and the crops and industries are more varied than in Hawaii. 
The Philippine sugar industry is in a much more backward state 
of development. Philippine production, moreover, is not so de- 
pendent upon United States markets for an outlet ; even now 
the Orient takes a considerable part of its exports. Further- 
more, under the present law, the free entry of Philippine sugar 
is limited to three hundred thousand tons a year, the preference 
to be given to the smaller producers in case of greater imports 
into the United States. The Philippine production has not yet 
reached this amount, but the limitation is sufficient to prevent 
any rapid development of the wonderful natural resources of 
those islands. If it were not for Cuba's advantages, we might 
expect a great increase of output from the Philippines. As 
conditions are, however, it is not probable that the proposed 
changes in the tariff law will have any considerable immediate 
effects. If free sugar is maintained as a permanent policy great 
developments may result. 

What would be the effect of the proposed rates upon Cuban 
and European competition, and what would be the reaction 
upon American interests? All the important European sugar- 
producing countries, except Russia, are subjected to the pro- 
visions of the Brussels Convention. This forbids bounties and 
limits their protective tariffs (surtaxes in addition to duties 
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equivalent to their internal taxes upon home production) to 
forty-eight cents on raw and fifty-three cents on refined sugar 
per ioo pounds. Under this arrangement, practically every con- 
tinental European state produces its own sugar but is prevented 
from exporting to any other state. The United Kingdom 
produces no raw sugar and grants no favors to the imports of 
any country, not even to those of its own colonies, many of 
which are sugar producers. As a consequence, it is the great 
world market for all non-favored exports and particularly for 
the surplus productions of the various continental European 
countries. Germany, Java, Cuba and all other producers sell 
upon even terms in this market. 

Germany produces and exports more sugar and at a lower 
cost than any other European country. She depends largely 
upon the British market for the disposal of her surplus. For- 
merly we took a considerable part of her exports, but Cuba has 
crowded her out of our markets. Only recently has Cuba 
developed a surplus above the demands of the United States, 
hence only recently has she begun to invade European markets. 

Cuba can produce sugar more cheaply than Germany, prob- 
ably by approximately $0.25 per 100 pounds. Germany, how- 
ever, has a slight advantage in the British market because of 
her proximity and because her trade is already established. A 
more important advantage possessed by Germany is her ability 
to store sugars and distribute them throughout the year as 
needed, instead of having to sell practically all her output during 
the milling season, when the market is most depressed, as Cuba 
must do. Furthermore, the European sugar crop is earlier and 
has the advantage of coming upon a strong market, while Cuban 
sugar comes on later when the market is well supplied from a 
number of sources. On the whole, these two large competitors 
seem to stand upon very even terms in the one great open sugar 
market of the world. The ultimate advantage will probably be 
with Cuba, because of her greater possibilities of improvement 
and growth. Hence, if the present United States sugar tariff 
remains in force, German and other European exporters may 
expect a gradual increase of competition from Cuba. But if 
our pending sugar tariff be adopted as a permanent policy, the 
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movement of trade will probably be along other lines. As soon 
as sugar is admitted to the United States duty-free, Cuba will 
find it easier to meet all competitors in the United States mar- 
ket than to meet German competition in Great Britain. Her 
growing production will be able to supply the increasing con- 
sumption of the United States. Her sugar will gradually dis- 
place part of the supply now furnished by Hawaii, much, per- 
haps most, of that now furnished by the domestic beet-sugar 
industry, and practically all of Louisiana's present product. 
This development would not take place in a day. It would 
require several years, and in the meantime the European sugar 
industries would escape Cuban competition. Possibly, by the 
time it came, they would be able to meet tropical cane-sugar 
competition through further improvements in the production of 
beet-sugar ; but that is very problematical. Of course they 
could retain their home markets through tariff legislation. In 
other words, the adoption or rejection of the pending bill as a 
permanent measure will probably go far to determine whether 
Cuban exports are first to displace continental exports in the 
British market or the American output in our domestic market. 
It is perhaps desirable to note that the development of the 
beet-sugar industry in the United States may have certain desir- 
able results, and its destruction, certain untoward consequences 
that are not apparent at first glance, partly because of the pecu- 
liar nature of the problems involved and partly because the 
question is not of immediate but of somewhat remote conse- 
quences. As the reader has already been reminded, the United 
States is gradually declining in relative importance as an ex- 
porter of wheat and other agricultural products and is advancing 
as an exporter of manufactured commodities. This movement 
is accompanied by a rapidly increasing urban population and an 
almost stationary rural population. We are in the first step of 
a transition from extensive to intensive agriculture, and the 
movement must continue. The beet-sugar industry has been 
and is one of the most important factors in developing and 
maintaining Europe's intensive agriculture. This fact, together 
with its remarkably rapid development in this country and the 
results it has already shown, can but suggest to the thoughtful 
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student the possibility of its great indirect advantages and the 
growing importance of the r6le it may be able to play in our 
changing national economy. Here it is possible only to sum- 
marize, and that very briefly, facts and investigations stated 
more at length elsewhere. The existing beet-sugar industry in 
the United States has virtually been created since the passage 
of the Dingley Bill. On practically all sides it has shown rea- 
sonably rapid improvements, and it is susceptible of many more. 
For reasons peculiar to the industry, particularly in its agricul- 
tural phases, improvements cannot be effected so rapidly as in 
purely manufacturing industries. Beet culture results in greatly 
increased yields of other crops in rotation. It is adapted par- 
ticularly to those parts of the United States to which corn is 
not adapted and to irrigated lands not justifying the expense of 
irrigation for extensive culture. Its fundamental drawback is the 
large amount of unskilled hand labor which it requires, and it is 
still problematical whether or not this serious difficulty can be 
fully offset if direct costs are to be compared with direct costs 
in Cuba. However, the possible improvements and the indi- 
rect benefits taken together may result in a net gain if time be 
given for their development and establishment. It is not prob- 
able that a sufficient development can take place within three 
years to maintain much of the present industry. 

In conclusion it may be said that, if the pending sugar-tariff 
schedule is made a permanent policy, American consumers will 
receive the direct benefits of cheaper sugar and increased con- 
sumption. The serious loss to the treasury will have to be made 
good from other sources, but for the purpose of raising revenue 
a proper income tax is more equitable than a tariff upon sugar. 
The sea-coast refiners will be benefited through increased busi- 
ness and lessened competition from domestic producers. The 
trust, because of its diversity of interests, will both gain and 
lose. On the whole, it will probably lose. Foreign and native 
interests in Cuba will gain, those in Porto Rico will lose, those 
in the Philippines will not be much effected, at least immediately. 
Cuba's competition with Europe will be delayed, possibly pre- 
vented. Domestic beet-sugar interests will be severely injured. 
Louisiana producers will sustain even greater losses. Hawaii 
will suffer most of all. 
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The present attempt at tariff revision is a move in the right 
direction. It is uneconomic to maintain indefinitely our present 
high duties upon sugar. If the domestic sugar industries, or 
other industries, cannot show net gains in a reasonable time, 
their subsidies should be withdrawn. If they do show such 
gains, they do not need subsidies. It is not a question of 
whether or not duties should be reduced, but a question of the 
rapidity of the reduction. The question of rapidity is important 
both economically and politically. Industries and values that 
are the growth of a generation, or even of half a generation, 
cannot have their foundations suddenly withdrawn without 
entailing important economic losses, not only to those most 
directly concerned but usually to many others. Pangs, it is true, 
are often necessary accompaniments of transition, even though 
the transition be to more economical fields of production. But 
in view of the facts that have been set forth above, it seems 
probable that the United States as a whole would suffer less and 
gain more in the long run if the proposed transition to free 
sugar were graduated by smaller annual reductions and if the 
length of period were doubled or trebled. 

This is no more true of the economic phases of the question 
than it is of the political. The great popular demand to which 
the Democrats are responding in revising the tariff is that for 
the reduction of the cost of living. But, commendable as is 
their response, it is for the most part destined to prove ineffec- 
tive so far as this particular result is concerned. As in the case 
of sugar, so in the case of most other things, tariff reduction 
can lower the per capita cost of living only by ridiculously 
small percentages. These reductions, together with their effects 
upon trust control in some cases, are not in themselves unim- 
portant, but they are relatively insignificant as compared with 
the fifty per cent increase in commodity prices since 1897. 
Though this rise in general prices has been contemporaneous 
with the operation of the Dingley and Payne Acts, it has not 
been due fundamentally, as some seem to think, to fiscal policy. 
To be sure, the tariffs and trusts have had some effects, but the 
world's increased gold supply and increased credit stand in 
much closer relation to increased prices. These factors will not 
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cease to operate, nor will their operation be appreciably offset, 
by any tariff changes. 

The Democratic party and its tariff of 1894 fell upon evil 
times. Both were doomed to failure regardless of merits or 
demerits. They had to suffer for the sins of the silver inflation- 
ists of 1878 and 1890; for the over-rapid expansions of railroads 
and other enterprises in the eighties; for the credit inflation 
due to the large treasury surplus and for the reckless squander- 
ing of this surplus by the protectionists. Even the forces of 
nature combined to discomfit them. Though the panic was 
due in 1891 or 1892, unusually abundant crops at good prices 
delayed the crisis. It was not until the Democrats had come 
into power that the bubble was pricked and the crash came. 
Credit and prices took the courses usual in such panics. Nature 
then responded with unusually scanty crops. The average 
voter's psychology did not search very deeply for obscure eco- 
nomic forces in such times of stress. Post hoc, ergo propter hoc. 
The tariff of 1894, with its ill-fated income tax, was launched 
in a whirlpool that would have sunk any bill and any party. 

Present conditions are very different from those of 1894, and 
we need expect no such fate for the pending tariff bill and its 
sponsors as overtook their predecessors. The economic and 
social wastes, including the pangs of transition, will probably be 
severe in the various sugar-producing fields most affected. 
However, they are probably greatly overestimated by the op- 
ponents of the measure, as they are underestimated by its pro- 
ponents. It is important to lessen their severity as much as 
possible and to give due consideration to all interests involved ; 
but only a conjuncture of events comparable to that which 
signalized the early nineties could bring about the dire conse- 
quences that followed the last Democratic regime. 

Roy G. Blakey. 

Cornell University. 



